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that a feasible plan is not possible with
a 100 percent margin.

(3) The borrower must be able to de-
velop a feasible plan with at least a 100
percent debt service margin to be con-
sidered for the servicing options listed
in paragraphs (a)(1) through (4) of this
section.

(c) Appraisal of borrower’s assets. The
Agency will obtain an appraisal on:

(1) All Agency security, non-essential
assets, and real property
unencumbered by the Agency that does
not meet the criteria established in
§766.112(b), when:

(i) A writedown is required to develop
a feasible plan;

(ii) The borrower will be offered cur-
rent market value buyout.

(2) The borrower’s non-essential as-
sets when their net recovery value may
be adequate to bring the delinquent
loans current.

§766.106 Agency notification of deci-
sion regarding a complete applica-
tion.

The Agency will send the borrower
notification of the Agency’s decision
within 60 calendar days after receiving
a complete application for loan serv-
icing.

(a) Notification to financially distressed
or current borrowers. (1) If the borrower
can develop a feasible plan and is eligi-
ble for primary loan servicing, the
Agency will offer to service the ac-
count.

(i) The borrower will have 45 days to
accept the offer of servicing. After ac-
cepting the Agency’s offer, the bor-
rower must execute loan agreements
and security instruments, as appro-
priate.

(ii) If the borrower does not accept
the offer, the Agency will send the bor-
rower another notification of the avail-
ability of loan servicing if the borrower
becomes 90 days past due in accordance
with §766.101(a)(2).

(2) If the borrower cannot develop a
feasible plan, or is not eligible for loan
servicing, the Agency will send the bor-
rower the calculations used and the
reasons for the adverse decision.

(i) The borrower may request recon-
sideration, mediation and appeal in ac-
cordance with 7 CFR parts 11 and 780 of
this title.

§766.107

(ii) The Agency will send the bor-
rower another notification of the avail-
ability of loan servicing if the borrower
becomes 90 days past due in accordance
with §766.101(a)(2).

(b) Notification to borrowers 90 days
past due or in non-monetary default. (1)
If the borrower can develop a feasible
plan and is eligible for primary loan
servicing, the Agency will offer to serv-
ice the account.

(i) The borrower will have 45 days to
accept the offer of servicing. After ac-
cepting the Agency’s offer, the bor-
rower must execute loan agreements
and security instruments, as appro-
priate.

(ii) If the borrower does not timely
accept the offer, or fails to respond, the
Agency will notify the borrower of its
intent to accelerate the account.

(2) If the borrower cannot develop a
feasible plan, or is not eligible for loan
servicing, the Agency will send the bor-
rower notification within 15 days, in-
cluding the calculations used and rea-
sons for the adverse decision, of its in-
tent to accelerate the account in ac-
cordance with subpart H of this part,
unless the account is resolved through
any of the following options:

(i) The borrower may request recon-
sideration, mediation or voluntary
meeting of creditors, or appeal in ac-
cordance with 7 CFR parts 11 and 780.

(ii) The borrower may request nego-
tiation of appraisal within 30 days in
accordance with §766.115.

(iii) If the net recovery value of non-
essential assets is sufficient to pay the
account current, the borrower has 90
days to pay the account current.

(iv) The borrower, if eligible in ac-
cordance with §766.113, may buy out
the loans at the current market value
within 90 days.

(v) The borrower may request home-
stead protection if the borrower’s pri-
mary residence was pledged as security
by providing the information required
under §766.151.

§766.107 Consolidation and resched-
uling.
(a) Loans eligible for consolidation. The
Agency may consolidate OL loans if:
(1) The borrower meets the loan serv-
icing eligibility requirements in
§766.104;
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(2) The Agency determines that con-
solidation will assist the borrower to
repay the loans;

(3) Consolidating the loans will bring
the borrower’s account current or pre-
vent the borrower from becoming de-
linquent;

(4) The Agency has not referred the
borrower’s account to OGC or the U.S.
Attorney, and the Agency does not
plan to refer the account to either of
these two offices in the near future;

(6) The borrower is in compliance
with the Highly Erodible Land and
Wetland Conservation requirements of
7 CFR part 12, if applicable;

(6) The loans are not secured by real
estate;

(7) The Agency holds the same lien
position on each loan;

(8) The Agency has not serviced the
loans for unauthorized assistance
under subpart F of this part; and

(9) The loan is not currently deferred,
as described in §766.109, or set-aside, as
described in subpart B of this part. The
Agency may consolidate loans upon
cancellation of the deferral or DSA.

(b) Loans eligible for rescheduling. The
Agency may reschedule loans made for
chattel purposes, including OL, CL,
SW, RL, EE, or EM if:

(1) The borrower meets the loan serv-
icing eligibility requirements in
§766.104;

(2) Rescheduling the loans will bring
the borrower’s account current or pre-
vent the borrower from becoming de-
linquent;

(3) The Agency determines that re-
scheduling will assist the borrower to
repay the loans;

(4) The Agency has not referred the
borrower’s account to OGC or the U.S.
Attorney, and the Agency does not
plan to refer the account to either of
these two offices in the near future;

(6) The borrower is in compliance
with the Highly Erodible Land and
Wetland Conservation requirements of
7 CFR part 12, if applicable; and

(6) The loan is not currently deferred,
as described in §766.109, or set-aside, as
described in subpart B of this part. The
Agency may reschedule loans upon
cancellation of the deferral or DSA.

(c) Consolidated and rescheduled loan
terms. (1) The Agency determines the
repayment schedule for consolidated
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and rescheduled loans according to the
borrower’s repayment ability.

(2) Except for CL and RL loans, the
repayment period cannot exceed 15
years from the date of the consolida-
tion and rescheduling.

(3) The repayment schedule for RL
loans may not exceed 7 years from the
date of rescheduling.

(4) The repayment schedule for CLs
may not exceed 20 years from the date
of the original note or assumption
agreement.

(d) Consolidated and rescheduled loan
interest rate. The interest rate of con-
solidated and rescheduled loans will be
as follows:

(1) The interest rate for loans made
at the regular interest rate will be the
lesser of:

(i) The interest rate for that type of
loan on the date a complete servicing
application was received;

(ii) The interest rate for that type of
loan on the date of restructure; or

(iii) The lowest original loan note
rate on any of the original notes being
consolidated and rescheduled.

(2) The interest rate for loans made
at the limited resource interest rate
will be the lesser of:

(i) The limited resource interest rate
for that type of loan on the date a com-
plete servicing application was re-
ceived;

(ii) The limited resource interest rate
for that type of loan on the date of re-
structure; or

(iii) The lowest original loan note
rate on any of the original notes being
consolidated and rescheduled.

(3) At the time of consolidation and
rescheduling, the Agency may reduce
the interest rate to a limited resource
rate, if available, if:

(i) The borrower meets the require-
ments for the limited resource interest
rate; and

(ii) A feasible plan cannot be devel-
oped at the regular interest rate and
maximum terms permitted in this sec-
tion.

(4) Loans consolidated and resched-
uled at the limited resource interest
rate will be subject to annual limited
resource review in accordance with
§765.51 of this chapter.

(e) Capitalicing accrued interest and
adding protective advances to the loan
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principal. (1) The Agency capitalizes
the amount of outstanding accrued in-
terest on the loan at the time of con-
solidation and rescheduling.

(2) The Agency adds protective ad-
vances for the payment of real estate
taxes to the principal balance at the
time of consolidation and rescheduling.

(3) The borrower must resolve all
other protective advances not capital-
ized prior to closing the servicing ac-
tions.

(f) Installments. If there are no de-
ferred installments, the first install-
ment payment under the consolidation
and rescheduling will be at least equal
to the interest amount which will ac-
crue on the new principal between the
date the promissory note is executed
and the next installment due date.

[72 FR 63316, Nov. 8, 2007, as amended at 75
FR 54016, Sept. 3, 2010]

§766.108 Reamortization.

(a) Loans eligible for reamortization.
The Agency may reamortize loans
made for real estate purposes, includ-
ing FO, SW, RL, SA, EE, RHF, CL, and
EM if:

(1) The borrower meets the loan serv-
icing eligibility requirements in
§766.104;

(2) Reamortization will bring the bor-
rower’s account current or prevent the
borrower from becoming delinquent;

(3) The Agency determines that re-
amortization will assist the borrower
to repay the loan;

(4) The Agency has not referred the
borrower’s account to OGC or the U.S.
Attorney, and the Agency does not
plan to refer the account to either of
these two offices in the near future;

(6) The borrower is in compliance
with the Highly Erodible Land and
Wetland Conservation requirements of
7 CFR part 12, if applicable; and

(6) The loan is not currently deferred,
as described in §766.109, or set-aside, as
described in subpart B of this part. The
Agency may reamortize loans upon
cancellation of the deferral or DSA.

(b) Reamortized loan terms. (1) Except
as provided in paragraph (b)(2), the
Agency will reamortize loans within
the remaining term of the original loan
or assumption agreement unless a fea-
sible plan cannot be developed or debt

§766.108

forgiveness will be required to develop
a feasible plan.

(2) If the Agency extends the loan
term, the repayment period from the
original loan date may not exceed the
maximum number of years for the type
of loan being reamortized in para-
graphs (2)(i) through (iv), or the useful
life of the security, whichever is less.

(i) FO, SW, RL, EE real estate-type,
and EM loans made for real estate pur-
poses may not exceed 40 years from the
date of the original note or assumption
agreement.

(ii) EE real estate-type loans secured
by chattels only may not exceed 20
years from the date of the original note
or assumption agreement.

(iii) RHF loans may not exceed 33
years from the date of the original note
or assumption agreement.

(iv) SA loans may not exceed 25 years
from the date of the original Shared
Appreciation note.

(v) CLs may not exceed 20 years from
the date of the original note or as-
sumption agreement.

(c) Reamortized loan interest rate. The
interest rate will be as follows:

(1) The interest rate for loans made
at the regular interest rate will be the
lesser of:

(i) The interest rate for that type of
loan on the date a complete servicing
application was received;

(ii) The interest rate for that type of
loan on the date of restructure; or

(iii) The original loan note rate of
the note being reamortized.

(2) The interest rate for loans made
at the limited resource interest rate
will be the lesser of:

(i) The limited resource interest rate
for that type of loan on the date a com-
plete servicing application was re-
ceived;

(ii) The limited resource interest rate
for that type of loan on the date of re-
structure; or

(iii) The original loan note rate of
the note being reamortized.

(3) At the time of reamortization, the
Agency may reduce the interest rate to
a limited resource rate, if available, if:

(i) The borrower meets the require-
ments for the limited resource interest
rate; and

(ii) A feasible plan cannot be devel-
oped at the regular interest rate and
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